Willingness-to-pay for water quality improvements in Chinese rivers: an empirical test on the ordering effects of multiple-bounded discrete choices.
This paper presents a study of the willingness-to-pay (WTP) for surface water quality improvement in China. In the Huaping County of Yunnan Province, we found that people are willing to pay 74 Yuan (or US$12.33 in 2012 prices) per household per month (or 5% of household income) continuously for five years to achieve an improvement of water quality in the two major local rivers from the current Grade IV to Grade III, which denotes a level suitable for swimming and fishing and matches the water quality level from 10 years ago. This WTP study is based on an actual investment project that was under serious consideration by the government and is based on the multiple-bounded discrete choice (MBDC) approach, which explicitly recognizes the potential uncertainties involved in the study. The potential ordering effects associated with the MBDC approach are empirically tested, and the results indicate that although the presentation order of the polychotomous likelihood choices may not have a significant impact on the WTP estimation, the presentation order of bid levels may have a significant impact.